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E. O. 11652: N/A 

TAGS: EFIN, ETRD, PINT, CE 

SUB J : MILK BOARD ANNOUNCES SHARP PRICE INCREASE IN MILK PRODUCTS 
REF: COLOMBO 1359 

1. SRI LANKA MILK BOARD MAY 26 ANNOUNCED IMMEDIATE 50 TO 80 
PERCENT INCREASE IN PRICES OF ALL POPULAR DAIRY PRODUCTS. 

IMMEDIATE WIDESPREAD CRITICISM LED TO MILK BOARD RESPONSE 
THAT IT HAD EXTREMELY HEAVY LOSSES SINCE IMPORTED MILK PRODUCTS 
WERE INCLUDED UNDER FEEC' S IN NOV 1972. IN SEPARATE STATEMENT 
MINISTRY OF AGRICULTURE DECLARED WORLD MARKET PRICES HAD 
DOUBLED IN LAST 30 MONTHS AND LOCAL DAIRY PRODUCTION WAS REDUCED 
BY OWNERS SLAUGHTER OF DAIRY HERDS TO OBTAIN 

HIGHER PRICE PREVAILING FOR MEAT. 

2. DOCTORS HAVE WARNED OF POSSIBLE INTENSIFICATION OF 
CHILDHOOD DISEASES AND MALNUTRITION. POLITICIANS OF ALL 
PARTIES HAVE VOICED OPPOSITION TO MILK PRICE INCREASES. UNITED 
FRONT BACKBENCHERS HAVE PREPARED PETITION TO MRS 
BANDARANAIKE, WHILE OPPOSITION PARTIES HAVE REQUESTED STATE 
ASSEMBLY DEBATE FOR JUNE 5. 

3. COMMENT: 1972 IMPROVEMENT OF 35 PERCENT IN DOMESTIC DAIRY 
PRODUCTION WAS REVERSED IN EARLY 1973 BECAUSE OF WIDESPREAD 
LIMITED OFFICIAL USE 
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SLAUGHTERING TO TAKE ADVANTAGE OF HIGH PRICES FOR MEAT PRODUCTS. 
STATE ASSUMPTION OF SUPERVISION OF SLAUGHTERING AND MARKETING IS 
UNDERWAY, BUT SURREPTITIOUS PRIVATE SALES ARE BELIEVED TO BE 
CONTINUING. SUBSTANTIALLY HIGHER DAIRY PRICES MAY NOW REDUCE 
SLAUGHTERING INCENTIVES. MOVE TO END SUBSIDIZATION OF IMPORTED 
PRODUCTS IS TIED TO N. M. PERERA' S DECLARATION 
MAY 28 ( SEPTEL) THAT GOVT SUBSIDIES ON ALL 

IMPORTED ITEMS. INCLUDING FOODSTUFFS, WILL SOON CEASE. UFG' S 
RECORD OF PERSISTENCE IN FACE OF OPPOSITION TO AUSTERITY MEASURES 
IS POOR, HOWEVER, AND PRESENT MOUNTING RESISTANCE WILL SEVERELY TEST 
GOVTS DETERMINATION TO REVAMPT ECONOMIC POLICIES. 

VAN HOT .LF.N 
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